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E.O. 11652: N/A 
TAGS: OECD, ECON 

SUBJECT: PREPARATIONS FOR OECD MINISTERIAL: HEADS 
OF DELEGATION DISCUSSION OF DRAFT COMMUNIQUE: 

PROGRESS UNDER THE STRATEGY EOR SUSTAINED ECONOMIC 
EXPANSION 

REP: (A) STATE 143447; (B) PARIS 18031; (C) PARIS 
1801 1, (D) DOCUMENT C(77)l 13, JUNE 20 

1. SUMMARY: AT AUSTRALIAN INITIATIVE, JUNE 21 
MEETING OF HEADS OP DELEGATIONS HELD PRELIMINARY 
DISCUSSION ON SECTION OF DRAFT MINISTERIAL COMMUNIQUE 
ENTITLED, "PROGRESS UNDER STRATEGY FOR SUSTAINED 
ECONOMIC EXPANSION". THIS WAS INTENDED AS AIRING OF 
VIEWS, RATHER THAN DRAFTING SESSION AND NO CHANGES 
IN PRESENT DRAPT COMMUNIQUE TEXT (REP D) ARE BEING 
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MADE AS A RESULT. WHILE MANY DELEGATES DID NOT SPEAK, 
MAJORITY OF THOSE WHO DID GENERALLY TOOK POSITION 
SIMILAR TO U.S. VIEWS (REFTEL A) AND INCLUDED FOLLOWING 
MAIN ELEMENTS: (A) DOUBT ABOUT DESIRABILITY OF 
ANNOUNCEMENT BY MINISTERS OP NUMERICAL 5 PERCENT GROWTH 
OBJECTIVE FOR OECD AREA GNP GROWTH IN 1978 (ALTHOUGH 
THIS ACCEPTABLE TO AUSTRALIANS); (B) MONITORING 
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PROCESS SHOULD MAKE CEEAR THAT ULTIMATELY RESPONSIBILITY 
EOR SETTING GROWTH OR STABILIZATION OBJECTIVES REMAINS 
WITH INDIVIDUAL COUNTRIES; (C) OBJECTIVE OF FASTER 
GROWTH NOT APPLICABLE TO ALL COUNTRIES; (D) COMMUNIQUE 
SHOULD NOT PREJUDGE QUESTION OE WHETHER MONITORING 
PROCESS SHOULD CULMINATE IN MINISTERIAL MEETING AT 
END OE 1977; (E) COMMUNIQUE SHOULD PUT EORTH 
RECOMMENDATIONS OE MCCRACKEN REPORT TO GOVERNMENTS FOR 
THEIR CONSIDERATION RATHER THAN INDICATE THAT GOVERN- 
MENTS HAD ENDORSED THEM. AUSTRALIAN SUGGESTED CHANGES 
WHICH OVERALL WENT FURTHER THAN ABOVE IN TERMS OF 
GIVING PRIORITY TO REDUCING INFLATION. SECRETARIAT 
(MARRIS) ARGUED THAT COMMUNIQUE LANGUAGE CALLING FOR 
FASTER GROWTH IN 1978 THAN THAT EXPECTED IN 1977 
(4 PERCENT) ALREADY ESTABLISHED "FLOOR'' FOR GROWTH 
OBJECTIVES NEXT YEAR AND THAT USE OF 5 PERCENT FIGURE 
WOULD BE USEFUL IN SETTING A "CEILING" (SEE PARA 7 
BELOW). NETHERLANDS AND BELGIUM FELT THAT COMMUNIQUE 
SHOULD EXPLICITLY CALL FOR IMPLEMENTATION OF 
FINANCIAL SUPPORT FUND. ITALIANS AND SPANISH URGED 
STRENGTHENING OF LANGUAGE TO HELP OVERCOME PROBLEMS 
OF SOUTHERN EUROPEAN COUNTRIES. SECRETARIAT ASKED 
THAT COUNTRIES SUBMIT IN WRITING THEIR SUGGESTIONS 
FOR CHANGES IN DRAFT COMMUNIQUE. SECRETARIAT INTENDS 
TO CIRCULATE THESE SUGGESTIONS PRIOR TO JUNE 23 
EVENING COMMUNIQUE DRAFTING SESSION. END SUMMARY 
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2. (NOTE; AS INDICATED REF B, PARAGRAPH NUMBERING 

IN MACRO-ECONOMIC SECTION OF CONSOLIDATED COMMUNIQUE 
RUNS FROM PARA. 10 - PARA 17, RATHER THAN FROM 
PARAS. 11 - 18 IN EARLIER SEPARATE DRAFT. PARAGRAPH 
REFERENCES BELOW ARE BASED ON RENUMBERING IN 
CONSOLIDATED DRAFT COMMUNIQUE.) 

3. PROGRESS UNDER STRATEGY FOR SUSTAINED ECONOMIC 
EXPANSION' AUSTRALIANS (WITH SUPPORT FROM NETHERLANDS 
AND SWISS) OFFERED "PRESENTATIONAL" CHANGES WHICH IN 
FACT SUGGESTED RADICAL ALTERATION OF THRUST OF 
COMMUNIQUE. THEY PROPOSED SEVERAL DRAFTING AMENDMENTS 
WHICH WOULD SHIFT EMPHASIS OF COMMUNIQUE AWAY FROM 
DESIRABILITY OF FASTER GROWTH AND TOWARD PARAMOUNT NEED 
TO REDUCE INFLATION. IN PARTICULAR, THEY CALLED FOR 
INCLUSION OF LANGUAGE FROM JUNE, 1976 MINISTERIAL 
COMMUNIQUE TO EFFECT THAT STEADY GROWTH REQUIRED TO 
ABSORB UNEMPLOYMENT WOUED NOT BE POSSIBLE UNLESS 
FURTHER, SIGNIFICANT PROGRESS WERE MADE TOWARD 
ERADICATION OF INFLATION. AUSTRALIANS ADDED THAT 
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COMMUNIQUE SHOULD STRESS POINT THAT EXCESSIVE INCREASES 
IN REAL WAGES HAD CONTRIBUTED IMPORTANTLY TO INFLATION 
AND UNEMPLOYMENT. THEY ALSO EELT THAT PROPOSED MONITOR- 
ING PROCESS (PARA. 13) SHOULD FOCUS ON SUBMISSION BY 
COUNTRIES OF STABILIZATION OBJECTIVES (WITH MORE PERI- 
PHERAL REEERENCE TO GROWTH). "HARD LINE" AUSTRALIAN 
POSITION EMPHASIZING NEED TO REDUCE INFLATION DID NOT 
RECEIVE GENERAL SUPPORT. AUSTRALIANS SUPPORTED ANNOUNCED 
GROWTH TARGET COUCHED IN TERMS OF ITS CONSISTENCY WITH 
OECD MEDIUM-TERM STRATEGY. 

4. U.S. (SALZMAN) GAVE U.S. VIEWS ALONG LINES REE A. 

SEVERAL DELS, INCLUDING SOME WHO SPOKE ON PERSONAL BASIS, 
EXPRESSED SUPPORT FOR SOME OR ALL OF POSITIONS PUT FORTH 
BY U.S. 

5. NETHERLANDS AND BELGIANS SUGGESTED THAT COMMUNIQUE 
EXPLICITLY UNDERSCORE DESIRABILITY OF IMPLEMENTING FINAN- 
CIAL SUPPORT FUND. NO OTHER DELS ADDRESSED THIS QUES- 
TION. 
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6. SPANISH AND ITALIANS PROPOSED THAT PARA. 15 OF COM- 
MUNIQUE GO FURTHER THAN BLAND (IN THEIR VIEW) STATEMENT 
THAT COMPETENT OECD BODIES PAY SPECIAL ATTENTION TO 
LONGER-RUN STRUCTURAL PROBLEMS OF SOME (I.E., SOUTHERN 
EUROPEAN) COUNTRIES. THEY ARGUED THAT MINISTERS SHOULD 
DIRECT THE ORGANIZATION TO CONSIDER MEASURES WHICH COULD 
BE EFFECTIVE IN OVERCOMING THESE PROBLEMS. 

7. SOME DELS FELT THAT MCCRACKEN REPORT RECOMMENDA- 
TIONS SHOULD BE REMOVED FROM COMMUNIQUE THROUGH DELE- 
TION OF SECOND SENTENCE OF PARA. 17 AND THAT MINISTERS 
SHOULD ONLY REQUEST THAT REPORT BE "EXAMINED BY COMPE- 
TENT BODIES OF THE ORGANIZATION." MOST DELS DID NOT 
ARGUE THAT SPECIFIC RECOMMENDATIONS SHOULD BE DELETED, 
BUT FELT THAT THEY SHOULD BE TENDERED TO GOVERNMENTS FOR 
THEIR CONSIDERATION RATHER THAN SET OUT AS PROPOSALS ON 
WHICH GOVERNMENTS HAD AGREED. 

8. AT CLOSE OF MEETING, SECRETARIAT (MARRIS) HELD FORTH 
ON ISSUES RAISED DURING DISCUSSION AND MADE FOLLOWING 
POINTS: (A) DRAFT COMMUNIQUE CALLS FOR OECD AREA GNP 
GROWTH FOR 1978 WHICH EXCEEDS THAT EXPECTED IN 1977. 

SINCE SECRETARIAT (AND COUNTRIES) FORECASTS 4 PERCENT 
GROWTH IN 1977, COMMUNIQUE LANGUAGE IMPLIES THAT AREA 
GROWTH RATE IN 1978 SHOULD BE IN 4.5 - 5 PERCENT RANGE. 

THUS, AN EFFECTIVE FLOOR IS ESTABLISHED FOR GROWTH 
OBJECTIVES SET FOR 1978. SOME GROUPS (E.G., TUAC) FEEL 
THAT GROWTH SHOULD BE HIGHER THAN 5 PERCENT. CONSE- 
QUENTLY, IT WOULD BE USEFUL FOR MINISTERS TO ANNOUNCE 
GOAL OF 5 PERCENT TO MAKE IT CLEAR THAT THEY WERE NOT 
CONTEMPLATING GROWTH RATES ABOVE THIS LEVEL; (B) COM- 
MUNIQUE SHOULD INDICATE THAT MINISTERS DID MORE THAN 
LIMITED OFFICIAL USE 
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SIMPLY TAKE NOTE OF THE MCCRACKEN REPORT'S POLICY RECOM- 
MENDATIONS; (C) SINCE, AT PRESENT TIME, IT SEEMED 
UNLIKELY THAT FINANCIAL SUPPORT FUND WOULD BE AGREED, 

IT WOULD BE PREFERABLE TO RECOGNIZE THAT "DISCRETION 
IS THE BETTER PART OF VALOR" AND OMIT SPECIFIC REFERENCE 
TO SUPPORT FUND IN COMMUNIQUE. 

SALZMAN 
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